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OF THE STATE OF HAWAII

The State of Hawaii (the “State”) hereby replies to the answers submitted on

February 17, 1998 in the captioned proceeding. Only Continental Micronesia and

Hawaiian Airlines have proposed service in the large and important Japan-Hawaii

market. These services would produce tremendous public benefits, both in terms of

service and competitive enhancements for the traveling public and in terms of related

economic benefits to Hawaii and the United States. The State urges the Department to

make available sufficient frequencies and designation opportunities to accomplish this

important objective.

In light of the unique and compelling needs of Hawaii for additional Japan

service, as explained by the State in its answer, the Department should not expend all

of the 90 frequencies and two designations on mainland U.S.-Japan services. Instead,

as Hawaii will later demonstrate, substantial public benefits would result from injecting
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new competition and needed capacity in the large local Japan-Hawaii markets proposed

by Continental Micronesia and Hawaiian Airlines.

The State takes particular umbrage at the answer of the City of Philadelphia,

which characterizes the “Japan leisure market to Hawaii” as a “niche segment of the

U. S . -Japan market. ” Philadelphia Answer at 13. As demonstrated by the attached

exhibit, the Japan-Hawaii market is huge. With over 4.5 million INS passengers, the

Japan-Hawaii market is approximately three times larger than the entire population of

the City of Philadelphia.” Hawaii is the largest U.S. market for Japanese visitors,

attracting over 40 % of such visitors annually. With all due respect to the City of

Philadelphia, Japan-Hawaii is hardly a “niche” market?

The significance of the Japan-Hawaii market was not lost on the Japanese

negotiators, who steadfastly refused to remove Japan-Hawaii cities from the restricted

list. In making the route awards in this proceeding, the Department should place

substantial emphasis on providing additional competition and capacity on the guarded

and heavily traveled Hawaii-Japan routes, rather than devoting substantially all of the

limited bilateral resources to mainland services.

11 1990 Census data.

2/ Notwithstanding Philadelphia’s claim that it is “an important tourist destination,”
Hawaii is skeptical that Japanese tourists would seriously prefer to bypass Hawaii’s
tropical paradise and travel some 3,000 miles further to enjoy the pleasures of the
“numerous beach resorts along the Jersey shore. ” See, Philadelphia Answer at 2.
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There are additional policy reasons that support an award to Hawaiian Airlines.

This carrier is a relatively small Hawaii-based airline with nearly seventy years of

valued service to the islands, including successful charter programs to Japan. The

Department has an explicit statutory mandate to assist companies such as Hawaiian

when awarding certificate authority. In particular, the Department must consider:

encouraging entry into air transportation markets by new
and existing air carriers and the continued strengthening of
small air carriers to ensure a more effective and comnetitive
airline industrv. 49 U.S.C. 5 40101(a)(13) (emphasis
added).

Hawaiian Airlines should be given the opportunity to expand upon its existing Japan

charter programs and develop scheduled service. No other small carrier has proposed

service to Japan, and the grant of authority to Hawaiian would best satisfy the

Department’s statutory obligation to foster and promote new entry by small carriers.

The Department should also act favorably on Continental Micronesia’s request.

Continental is the only MOU carrier serving Hawaii, and the award of frequencies for

its Honolulu-Osaka and Honolulu-Tokyo services will strengthen its competitive

position against the incumbents. With the signing of the new agreement, the

opportunity now exists for Continental Micronesia to fulfill its long-standing desire to

expand its Honolulu operation and become a more formidable competitor in the

important mid-Pacific market.
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WHEREFORE, the State of Hawaii urges the Department to grant the

applications of Continental Micronesia and Hawaiian Airlines.

RespectfUlly  submitted,

AW PITTMAN POTTS & TROWBRIDGE
2300 N Street, N.W.
Washington, D.C. 20037
(202) 663-8342

Attorneys for
THE STATE OF HAWAII



7,000,000

6,500,OOp

6,000,OOO

5,500,000

Passengers*  S,OOO,OOO

4,500,000

4,000,000

3,500,000

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500,000

0

The Japan-Hawaii “Niche Leisure Market”
Dwarfs The Size Of The Philadelphia-Japan Market

4,541,440
INS Passengers

2,135,180
O&D Passengers 26,250

O&D assengers
1

Japan-Hawaii Japan-Philadelphia

l DataforyearendedJune,l997. 558110



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Reply of the State of Hawaii
was served this 20th day of February, 1998, by first class mail, on the following
persons :

R. Bruce Keiner, Jr.
Crowell & Moring
1001 Pennsylvania Avenue, N.W.,
10th Floor North
Washington, D. C. 20004

Alan P. Larson
Assistant Secretary for Economic and
Business Affairs
U.S. Department of State
2201 C Street, N.W., Room 6828
Washington, D. C . 20520

Megan Rae Poldy
Associate General Counsel
Northwest Airlines
901 15th Street, N.W., Suite 500
Washington, D. C . 20005

Donald C. Comlish
Kutzke 8z Associates
1730 K Street, N.W.
Suite 3 19
Washington, D. C . 20006

Robert J. Kelly
Director-Aviation
Port Authority of New York &

New Jersey
One World Trade Center, 65N
New York, NY 10048

Carl B. Nelson, Jr.
Associate General Counsel
American Airlines, Inc.
1101 17th Street, N.W., Suite 600
Washington, D. C . 20036

Joel Spiro
Deputy Asst. Sec. for

Transportation Affairs
U.S. Department of State
2201 C Street, N.W., Room 5830
Washington, D. C . 20520

Joel Stephen Burton
Jeffrey Manley
Ginsburg, Feldman & Bress
1250 Connecticut Avenue, N.W.
Suite 800
Washington, D. C. 20036

Raymond J. Rasenberger
Zuckert, Scoutt & Rasenberger,
L.L.P.
888 17th Street, N.W.
Suite 600
Washington, D . C . 20006

Donald T. Bliss
David T. Beddow
O’Melveny & Myers LLP
555 13th Street, N.W.
Suite 500 West
Washington, D.C. 20004-l 109



Richard J. Fahy , Jr. John Brockley
Consulting Attorney Director of Aviation
TransWorld  Airlines, Inc. Portland International Airport
900 19th Street, N.W., Suite 350 P.O. Box 3529
Washington, D . C. 20006 Portland, OR 97208

Bill Alberger
Ball Janik, LLP
1455 F Street, N.W.,  Suite 225
Washington, D . C . 20005

Morris R. Garfinkle
Galland, Kharasch & Garfinkle, P. C .
1054 - 31st Street, N.W.
Washington, D. C. 20007

Angela Gittens Jeffrey A. Rader
Aviation General Manager Manager - Transportation Program
Hartsfield Atlanta International Airport Atlanta Chamber of Commerce
P.O. Box 20509 235 International Boulevard, N. W.
Atlanta, GA 30320 Atlanta, Georgia 30303

Robert F. Holscher , Director-Aviation Miguel Southwell
Cincinnati/Northern Kentucky Manager of Marketing

International Airport Hartsfield Atlanta International Airport
P.O. Box 752000 Department of Aviation
Kenton County Airport Board Atrium Suite 435
Cincinnati, OH 45275-2000 Atlanta, GA 30320

Jonathan B. Hill
Dow, Lohnes & Albertson
1200 New Hampshire Ave., N. W.
Suite 800
Washington, Da C. 20036

Kenneth P. Quinn
Winthrop, Stimson, Putnam & Roberts
1133 Connecticut Ave., N.W.
Suite 1200
Washington, D. C . 20036

Michael F. Goldman
Bagileo, Silverberg & Goldman
1101 30th Street, N.W.
Suite 120
Washington, D . C. 20007

Michael J. Roberts
Russell E. Pornmer
Verner, Liipfert, Bernhard, McPherson

and Hand, Chartered
901 - 15th Street, N.W.
Suite 700
Washington, D.C. 20005-2301



Gary L. Bishop Stephen Yee
Director, County of Allegheny Manager, Airport
Pennsylvania Department of Aviation Los Angeles Department of Airports
Pittsburgh International Airport Los Angeles International Airport
Landside Terminal - Suite 4000 One World Way
Pittsburgh, PA 1523 1 Los Angeles, CA 90045

Samuel Crane, President
Regional Business Partnership
One Newark Center
Newark, NJ 07102

Robert C. Braun
Director of Airports
Detroit Metro. (Wayne Co.) Airport
L.S. Smith Terminal - Mezzanine
Detroit, MI 48242

D. Scott Yohe
Senior Vice President -

Government Affairs
Delta Air Lines, Inc.
1275 K Street, N.W.
Washington, D . C. 20005

February 20, 1998
556484

Richard P. Taylor
Steptoe  & Johnson
1330 Connecticut Avenue, N. W.
Washington, D. C . 20036

Director of Airports
San Francisco Airport Comrnission
P.O. Box 8097
San Francisco International Airport
San Francisco, CA 94128

Robert E. Cohn
Shaw, Pittman, Potts & Trowbridge
2300 N Street, N.W.
Washington, D. C . 20037

Pauline Donovan


